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Summary of Operations 


Year Ended 
May 31 
1959 
Grass Income (Atter Royalties) 25.3... ee $ 186,940 
Working ‘Gopiteal jaz. teratere ieee eee tee eee ee ($ 97,180) 
Crude Oil Production — Net Barrels 0 me 88,029 
Number of Western Naco Interest Wells Drilled .............. 4 
As at 
June 30 
1959 
Number.of Oil Wells = Net oe eee 14.85 
Number: of Gas Wells = Nets sees eer je 
Estimated Proven Oil Reserves - Net Barrels ...............------- 1,245,000 
Estimated Proven Gas Reserves - Net billion cubic feet _....... 4.6 
Acreage: Owned - Gross Acres#i2 iat ieee 190,639 
Acreage Owned = Net:Acres:2 2) a. ee 43,124 


Report of 


the Directors 


To the Sharehoiders 


During the past year, the Western Canadian 
petroleum industry operated under difficult conditions 
caused by market limitations for both oil and gas. 
Moreover, the industry continued to add substantially 
to its reserves and productive capacity which neces- 
sitated further cut-backs in the production allowables 


per well. 


Under these adverse conditions your Company’s 
production declined 18.4% during the year ended 
May 31, 1959 but, during the same period, its re- 


serves were increased 24.5%. 


A report on your Company’s operations to June 
30, 1959, with financial statements for the year 
ended May 31, 1959, is presented below: 


DRILLING 


Western Naco participated in the drilling of 
four wells. These operations resulted in three suc- 
cessful development oil wells equivalent to .54 net 
wells and one exploratory dry hole. Western Naco 
had a 25% interest in this exploratory well which 
was drilled under farmout at no cost to your 


Company. 


September 1, 1959. 


Since year end two additional successful oil 


producers have been completed at Midale. 


PRODUCTION 


Your Company’s net production totalled 88,029 
barrels for the year ended May 31, 1959. This rep- 
resents an 18.4% decrease from the 107,953 barrels 
produced during the previous year. While reduced 
market allowables continue to offset production in- 
creases from new wells, Western Naco’s present 
depressed production will substantially improve with 
any increase in markets for Canadian crude. In this 
connection, new markets have been developed for 


the Midale production commencing June 15, 1959. 


The Company’s potentially productive property 
included a total of 50 oil wells and four capped gas 
wells at June 30, 1959. Western Naco’s interest in 
these wells was equivalent to 14.85 net oil wells and 


1.4 net gas wells. 


LAND 


Western Naco’s land holdings as at June 30, 
1959 totalled 190,639 gross acres equivalent to 
43,124 net acres. The Company held 219,124 gross 


acres and 53,806 net acres a year ago. 


OIL AND GAS RESERVES 


Your Company's estimated net proven oil re- 
serves at June 30, 1959 totalled 1,245,000 barrels 
exclusive of Hughenden, Drumheller Lower Creta- 
ceous and other probable reserves. This compares 
with 1,000,000 proven barrels of reserves at August 
31, 1958. The increase resulted mainly from addi- 
tional development of the Company’s Midale proper- 
ties. Western Naco’s estimated net proven gas 


reserves are 4.6 billion cubic feet. 


EXPLORATION AND DEVELOPMENT 


SASKATCHEWAN 
Midale 


Three development oil wells were drilled during 


the year on a 1,200-acre freehold lease in which your 


MIDALE 


Re 


Y 


Bs Freehold P &N.G. Leases 


© LOCATION e OL 
# SUSPENDED 


ZZ Mineral Rights 


*"’@ SALT WATER DISPOSAL 
~~ DRY & ABANDONED 


GRAPHIC SCALE 
° 1 2 3 4 


MILES 


Company holds an 18% interest. Since year end two 


further wells have been completed on this lease. 
4 


These are considerably better than average Midale 
producers with each having a production potential 
of approximately 170 barrels per day. Western Naco 
now holds interests in 17 gross wells equivalent to 
3.10 net wells in the Midale field. 


Your Company participated directly in the 
development of a new 10,000 barrels per day market 
for Midale type crude. Sales to this new market 
commenced on June 15, 1959 and will approximately 


double your Company’s Saskatchewan production. 


ALBERTA 


Hughenden 


No further drilling was carried out in the Hugh- 
enden field during the past year. The Hughenden 
wells were shut in between December and May as 
the heavy expense of keeping the roads open in 
winter was not justified in view of the small quan- 


tity of oil saleable during the winter months. The 


‘wells resumed production in early May of this year. 


Specific tests to increase production are being 
carried out this summer using equipment especially 


designed for the Hughenden field. 


A test well was drilled on a Western Naco 
reservation six miles east of the Hughenden produc- 
tion by a third party at no cost to your Company. 
This well was abandoned in the Paleozoic with no 
encouraging showings and leases will be selected 


from this reservation. 


High River 


Your Company held a five section lease block 
in this area for a number of years. As this acreage 


block was too small to justify a practical work pro- 


gram, all but three quarter sections was recently 
sold to a major oil company. The acreage retained 
will enable Western Naco to benefit from any future 


development in this area. 


FINANCIAL 


The Company changed its method of accounting 
June 1, 1958. This change provides for depleting pro- 
ducing properties on a unit of production method 
based upon estimated oil reserves and for depreciating 
production and other equipment on a straight line 
basis. This method of accounting replaces the Com- 
pany’s previous policy of capitalizing all expenses 


net of income. 


For the year ended May 31, 1959 your Com- 
pany’s gross income, after royalties, totalled $186,940 
compared with $228,947 in the previous year. This 


decrease in income resulted from a combination of 


restricted allowables and lower wellhead prices for 


crude oil. 


Operating income was $72,233 while the net 
loss for the year after depreciation and depletion was 
$97,326. At May 31, 1959, the Company’s working 
capital deficit was $97,180 compared with a deficit 
of $115,245 at May 31, 1958. 


Negotiations are underway for new major 
financing which would provide Western Naco with 
sufficient funds to enable it to participate in new 
developments as opportunities arise. 


Respectfully submitted, 
ON BEHALF OF THE BOARD 


SOE 


L. F. FRANTZ, President. 
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Western Naco Petroleums Limited 


(Incorporated under the laws of Alberta) 
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ASSETS 
CURRENT: 
Gs eee NE RD eee ae Lo eee Se em re ST os NS $ 14,087 
Accounts; receivable css es ee erg nea ee A ee 13,904 
Due:from Dome: Petroleum:Limitecie ee 3,295 
$ 31,286 
PROPERTY AND EQUIPMENT — AT COST (Note 1): 
Interest in petroleum and natural gas rights and royalties— 
Producing Cincluding well development expenditures) 
less accumulated depletion of $87,274 <......cc-::.c---cccecceeceesneee ek RET leh NOME $821,063 
INon-produncimg ) foie sale er cy cove eee en 380,546 
hres swells. 2a wa ae acca eee Sn ee 108,779 
Production and other equipment, less accumulated 
depreciation’ of $40/674 72. cos er 230,488 1,540,876 
OTHER: 
Reservation .and ‘drilling. deposits ©... 32002 eee ee $ 7,528 
Debenture discount and expense less amounts written off 0.0...0.0.0.0..cesceceeeeeeee eee 26,832 34,360 
$1,606,522 
AUDITORS 


To the Shareholders of Western Naco Petroleums Limited: 


We have examined the balance sheet of Western Naco Petroleums 
Limited as at May 31, 1959 and the statement of income and deficit for 
See accompanying notes to financial statements. the year ended on that date and have obtained all the information and 
explanations we have required. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


BALANCE SHEET, May 31, 1959 


LIABILITIES 
CURRENT: 
Bankeloanvand: overdrare .( secured) o/c ee ee $ 117,000 
EXCEOUEIISE DAV CDI OMEN eae etre eg 517) be oe a ee ee era 3,082 
mnceruedydebenturesintercst ter on oe re penn ogee eee, SNES Ns 8,384 
$ 128,466 
FUNDED DEBT (Note 2): 
5¥%2% Secured Convertible Debentures due July 1, 1970 
(subject to sinking fund)— 
Authorized - $2,500,000 
Essucawancd Outstanding 0... ee oe ere err WET Oe, Beene 368,500 
SHAREHOLDERS’ EQUITY: 
Capital (Note 3): 
Authorized - 4,000,000 shares of no par value 
Issued Be Oe 960 a SkkaT CS sete ee eee ere ee are ee $1,206,882 
LBS ec andls haat escapee cet Ek rea ea een i Re eee Tout Rn i oh RL Pa 975320 1,109,556 
Approved on behalf of the Board: 
L. F. Franrz, Director 
M. F. Srrone, Director 
$1,606,522 
REPORT 
In our opinion the accompanying balance sheet and statement of income 
and deficit are properly drawn up so as to exhibit a true and correct view of 
the state of the affairs of the company as at May 31, 1959 and the results 
of its operations for the year ended on that date, according to the best of See accompanying notes to financial statements. 
our information and the explanations given to us and as shown by the books 
of the company. 


Calgary, Alberta. Crarxson, GorpoN & Co. 
September 1, 1959. Chartered Accountants. 


Western Naco Petroleums Limited 


STATEMENT OF INCOME AND DEFICIT 
YEAR ENDED MAY 31, 1959 


Income: 
Crude‘oil sales. less ‘royalties 2.2 .5./46-2.:1::6.2-. eee eee eee eee ae 
Other income: 7 sc Se Nae he co 

Deduct: 
C)perating expenses iss ce Sas ook cece rea $63,188 
General ‘and ‘administrative expenses’ 2.12.55. eee 24,277 
Interest: on, debenturesand*bank. loans ...2.2 22.5. eee 27,242 

Income: before ‘the* followirig x2 .0 ose aces eos wens oat 

Deduct: 
Amortization, of debenture discount “and ‘expense iat see eee $ 2,421 
Exploration costs, dry holes and lease abandonments .............-...----+--+:1+-s1+e0--000-00000=" 30,305 
Acreage rentalsvon sun developed e properties mamas geia aan ee ee 8,885 
Depreciation and depleticrs i eee os oes a ee 127,948 


Net loss for the year representing balance of deficit 
ets May {S959 estes eck cers Bea Nees ete ea a ee 


See accompanying notes to financial statements. 


$177,393 
541 


$186,940 


114,707 


$72,233 


169,559 


$ 97,326 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED MAY 31, 1959 


Funds were made available from operations as follows: 
Income from crude oil sales and other operations _................ sated 1 ek ee 
Less operating, general and administrative 
expenses and interest on debentures and 
bank loans 


Funds were applied as follows: 
Additions to property and equipment — net 
(principally producing property and 


equipment.) fies esa er tan $33,456 
FExplorationt "Costs 2m icy. weer gc ane 11,827 
Acreage rentals on undeveloped properties .....2i. see 8,885 


Resulting in an improvement to the working 
capital position of 


10 


$186,940 


114,707 


Dit e.20> 


54,168 


$18,065 


Western Naco Petroleums Limited 


NOTES TO FINANCIAL STATEMENTS 
MAY 31, 1959 


1. Accountinc Po.iciss: 


The company previously followed a policy of capitalizing all its expenses net of income received pend- 
ing more substantial development of its properties. In view of the development of its properties the company 
has established an income account from June 1, 1958 and distributed its capitalized net expenses of $129,854 
to the producing properties retained at that date. 


Until May 31, 1958 no provision had been made for depletion of producing properties or for deprecia- 
tion of production and other equipment. With the establishment of an income account from June 1, 1958 
provisions have been made for depletion of producing properties on a unit of production method based upon 
estimated reserves of oil and for depreciation of production and other equipment at 15% per annum on the 
straight line method. 


The company’s current practice is to capitalize lease acquisition costs and the development costs of pro- 
ducing wells and to expense exploration charges, non-productive development expenses and the carrying 
charges of its properties. 


2. Funpep Dest: 


The Deed of Trust and Mortgage securing the 54% Secured Convertible Debentures provides that de- 
bentures which have been redeemed or converted may be applied in satisfaction of sinking fund instalments. 
Up to May 31, 1959 the company had redeemed or converted debentures in excess of its sinking fund instal- 
ments by $279,782, of which $32,739 will be used for the sinking fund instalment due on July 31, 1959. 


3. CAaprrat: 


766,423 shares of capital stock were reserved at May 31, 1959 as follows: 


500,000 shares for an option granted to Dome Petroleum Limited exercisable at $2.00 per share until 
June 30, 1960 and thereafter at $2.50 per share until December 31, 1962. 


82,173 shares for an option granted to underwriters of the 542% Secured Convertible Debentures exer- 
cisable at $2.00 per share until June 30, 1960 and thereafter at $2.50 per share until December 31, 
1962. 


184,250 shares for conversion of the outstanding 542% Secured Convertible Debentures. 


4, ExpENsEs: 


Amounts paid during the year ended May 31, 1959 include the following: 


Remuneration of officers ..... $2,500 


Legal) $es tee rcctt ner penlgo 
1] 


Acreage POSITION «4 « Jue 30, 1959) 


Producing Properties 


ALBERTA 


Acreage 
P. & N.G. Lease Gross Net 
Drumheller Scere erates 520 260 
Hughendenw = eee es wre 440 220 
Gross Royalty 
Ber tl ey game ae eee are 640 10 
SASKATCHEWAN 
P. & N.G. Lease 
IMidale gee ae ee 1,360 248 
Wihitesid cae eee eas 240 12 
Mineral Rights 
Steelmand Se. seein ee eed 160 80 
Halbrite ps2 ee ee 80 40 
MANITOBA 
P. & N.G. Lease 
INorihVirden es 320 36 
[Rasta ivan eray cae ener 40 8 
Mineral Rights 
INorthas Varden geen eee 160 8 
asta Liarcvay css saeeuaemese Paces 40 2 
TOTALS PRODUCING ieee e400 924 


Wells 
Gross Net Status 
10 5 
2 shut in 
11 5.5 Producing oil 
_ _ Producing oil 
17 3.10 Producing oil 
3 15 Producing oil 
_ — Producing oil 
— = Producing oil 
8 9 Producing oil 
1 2 Producing oil 
_ a Producing oil 
_ = Producing oil 
50 14.85 


Non-Producing Properties 


ALBERTA Acreage 
Crown P. & N. G. Lease Gross Net 
Drimbeller ee ee Aili, 1,432 
Warmers Valley. ane ees 478 478 
Eu ghencden gare ee O22 ame De O02 
TSC Ct ee ee 3] 256 
Jaspers b lace Gee: Misee Bin iat Sees 205 20 
Many berries eee 4,492 225 
Michel Indian Reserve No. 132 ___ 3,924 785 
Wabiskay a eee ie eee E22 91'60 2,432 
Crown P. & N. G. Reservation 
ei oben ery eee ee. ()() 4,950 
Crown Bituminous Sands Prospecting Permit 
Bort Vic \ burr a yaar O17 G17) 4,977 
Freehold P. & N. G. Lease 
aghendenge. === ==. aaa eee 380 190 
Jasper? Place. eas 2 2 ee re ee | S69 188 
Michel Indian Reserve —._-__ 453 90 
Freehold Petroleum Lease 
aspera b lace wer caer one een aes: Der naar 160 16 
Gross Royalty — Scattered _.-_+-==== S11, 881 552 
TOTAL — ALBERTA 
NON-PRODUCING __ 131,039 28,893 
BRITISH COLUMBIA 
Crown P. & N. G. Lease 
Bocee Sto Olia get eee ee 9,902 Puli 
TOTAL — BRITISH COLUMBIA - 
NON-PRODUCING __._—_ 9,902 2,971 
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. SASKATCHEWAN 


Crown P. & N. G. Lease 
Whiteside 
Kindersley 
Cabri JLakep se see Ree tue Fo 
Pinkham __ 

Freehold P. & N. G. ot. 
Midale 


Mineral Rights — Seamered Lett ce 8 sh 
TOTAL — SASKATCHEWAN - 


NON-PRODUCING _. 


MANITOBA 


Crown P. & N. G. Lease 


Regent 
iL wontCrecks gt aes oe a oer 


Freehold P. & N. G. Lease 


Hargrave seen eee oe ee 
Lazare = 2 ee. ae eee ee 
Regent: 922 2 tees es 
Two Greeks 2S eee 
Scattereds aaa 
Mineral Rights — Scattered 


TOTAL — MANITOBA - 
NON-PRODUCING __—___ 


TOTAL NON-PRODUCING — 
GRAND 24 OA eee 


7 producing oil, 1 suspended 


Acreage 

Gross Net 
3,591 307 
1,280 256 
2,880 432 
19.242 1,924 
240 43 
160 32 
640 64 
3,392 1,696 
31,425 4,754 
323 65 
160 32 
1,720 268 
320 32 
14 1 
1,910 380 
322 322 
9,504 4,482 
14,273 5,582 
186,639 42,200 
190,639 43,124 


